Nigeria | Equity Research| Banks| Company Update

FCMB Group Plc

Margin expansion to fuel 2.5x growth in PAT

Following an assessment of FCMB Group Plc’s (FCMB) 9M'25
performance, we have revised our FY'25 and FY’26 Profit Before Tax
(PBT) projections to N192.0 billion (+71.2% YoY) and N215.8 billion
(+12.4% YoY), respectively. Our moderated FY'25 forecast reflects a
significant downward revision to our FY’25 loan growth forecast from
10.0% to a 1.0% decline.

Notwithstanding, we expect the strategic reallocation of capital to
investment securities, which have increased by 25.7% year to date, to
help cushion the impact of our flat projection for gross loans. This is
supported by the interest generated from investment securities, which
amounted to N180.3 billion and accounted for 24.6% of total interest
income (vs 3-year average of 23.4%). Notably, this figure has exceeded
the FY’24 print of N175.8 billion.

7-year track record bolsters confidence in our double-digit FY’26
loan growth forecast.

In 9M'25, FCMB reported a 2.3% YtD contraction in its gross loans,
primarily attributed to the resolution of legacy forbearance-related
exposures, coupled with loan paydowns and disposal of credit
facilities. As highlighted in our previous publication, FCMB adequately
reclassified its forbearance-related exposures in Q2'25, triggering a
spike in the Non-Performing Loan (NPL) ratio to 13.4%. Albeit Q3'25
marked a sharp turnaround, with absolute NPLs declining by 63.7%
QoQ, and driving an 8.6ppt moderation in the NPL ratio to 5.2%. This
improvement reflected the successful disposal of two out of five
forbearance-related facilities, alongside an isolated troubled asset
cumulatively amounting to c.N200.0 billion. Notably, these disposals
were executed at discounts ranging between 10.0% and 15.0% and
were fully settled in cash, underscoring management's commitment
to an expeditious balance sheet clean-up.

For the final quarter of FY'25, we retain a positive outlook, expecting a
reversal from the recent streak of consecutive QoQ declines in gross
loans (Q2'25: 2.1%, Q3'25: 3.7%) to report a N33.2 billion (+1.4%
QoQ) increase in Q4’25, which should lift FY’25 gross loans to N2.5
trillion (-1.0% YoY).

As gross loans are poised to decline YoY in FY’25, Interest Earning
Assets (IEA) are expected to grow by a mearge 2.7% YoY, driven by a
projected 31.2% YoY growth in investment securities. Our projection
reflects a softer uptick when compared to the 16.1% YoY average
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between FY’20-FY’22.

Resulting from the projected slower growth in IEA vis-a-vis Net-interest
income (NI1) (2.1x YoY), we now forecast a 12.1% NIM for FY’25, an
increase from our previous expectation of 10.5% and marginally above the
9M’25 print of 11.9%. We attribute the strong growth in NIl to efficient
utilisation of capital raise proceeds, as the group achieved a blended asset
yield of ¢.25.0% in 9M'25 (9M'24: 17.4%) and also a Current and Savings
Accounts (CASA) ratio of 66.1% (FY’24: 57.5%) following a N336.4 billion
YtD reduction in term deposits.

Anchored by FCMB'’s consistent track record of delivering double-digit
loan growth over the past 7 consecutive years, and further bolstered by
the low base established in FY'25, we believe the Group is poised for a
rebound in credit expansion in FY’26, where we project a somewhat
conservative 13.0% YoY growth in gross loans. Furthermore, we expect
this growth trajectory also to be catalysed by an effective deployment of
the N96.0 billion (61.3% of proceeds from its 2025 public offer) earmarked
for lending across the wholesale, retail, and SME banking segments.
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*others include placements with banks and assets held as collateral
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FY'25 PAT Set to Double FY'24 Print

Our FY'25 Profit After Tax (PAT) forecast of N174.7 billion implies a robust
2.5x YoY expansion, a momentum which significantly surpasses the 52.3%
YoY growth recorded in 9M'25. This projected outperformance is
anchored by our expectation for a strong Q4'25 PAT of N49.2 billion,
marking a sharp reversal from the N8.8 billion loss recorded in Q4'24 (a
period which was notably weighed down by a N17.7 billion windfall levy).
Also, the Naira’s 7.42% appreciation in FY’25 supports our view of minimal
exposure to windfall levies, removing a key earnings drag. We forsee a
27.4% YoY increase in Dividend Per Share (DPS) to N0.70, with a payout
ratio of 17.0% alongside a Return on Average Equity (ROAE) of 22.6% for
FY’25 (FY’'24: 12.8%).

Elsewhere, management has outlined a strategic roadmap to expand the
Company’s international footprint, aiming to enter one new country each
year over the next five years. According to management, the Group is
currently in the advanced stages of due diligence for one of such
opportunities. While we see this international expansion as a catalyst for
long-term growth and diversification of earnings, we are also aware of the
potential setup and migration costs that might impact near-term
profitability.

Figure 5: Expected 2.5x jump in PAT expected for FY’'25 Figure 6: We forecast a N0.70 DPS for FY’25
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Valuation summary

We maintain our BUY recommendation on FCMB, while revising our 12-
month Target Price ("TP") to N15.77 (from N14.64 previously). Our new TP
portends a potential 40.8% upside relative to our reference price of
N11.20. The increase in our TP reflects moderations in valuation variables
(Risk-free rate from 18.0% to 16.4% and equity risk premium from 14.3%
to 13.8%).
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Figure 7: FCMB P/B multiple vs MEA peers
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Figure 8: Summary of financials

Income Statement (N'billion) 2024A 2025E 2026E 2027E
Gross Earnings 7789 1,080.8 1,134.4 1,230.8
Interest Income 621.8 974.2 1,002.4 1,064.8
Interest expense (396.5) (504.0) (517.1) (541.8)
Net interest income 225.3 470.2 4852 5229
Non-interest income 157.1 106.6 1321 166.0
Loan loss provisions (41.2) (79.1) (68.1) (73.7)
Operating expenses (229.1) (305.7) (333.3) (372.0)
PBT 112.1 1920 2158 243.2
Tax (38.6) (17.3) (30.2) (34.1)
PAT 73.6 1747 1856 209.2
Profit atributed to shareholders 65.7 166.8 174.9 194.6
EPS (NGN) 2.46 412 4.09 4.55
DPS (NGN) 0.55 0.70 1.02 114
Payout ratio 22.4% 17.0% 25.0% 25.0%
Weighted Average Number of Shares (#'billion) 26.8 40.5 42.8 42.8
Balance Sheet (N'billion) 2024A 2025E 2026E 2027E
Cash and cash equivalents 795.4 1,667.2 1,895.1 2,077.1
Pledged Assets 401.7 1282 1458 159.8
Investments Securities 1,510.0 1,930.7 2,194.2 2,404.7
Loans and Advances 2,357.3 2,308.5 2,624.0 2,955.9
Restricted reserve deposits 1,441.5 1,026.0 1,166.2 1,278.2
Other Current Assets 492.3 94.5 84.6 85.8
PP&E 56.0 63.2 63.2 63.2
Total assets 7,054.2 7,218.3 8,173.2 9,024.7
Customer deposits 4,296.5 4,275.0 4,859.3 5,326.0
Due from banks 834.9 1,007.5 1,207.6 1,389.4
Trading Liabilities 2.6 2.6 2.6 2.6
Other Liabilities 634.0 550.7 5734 6139
Current income tax payable 38.2 11.7 11.7 11.7
Borrowings 5589 513.8 530.3 547.0
Total liabilities 6,365.2 6,361.2 7,184.9 7,890.5
Shareholders' equity 688.2 856.2 987.4 1,133.3
Minority interests .8 9 9 9
Total liabilities & equity 7,054.2 7,218.3 8,173.2 9,024.7
BVPS 25.8 20.0 23.1 26.5

Source: Company reports, CardinalStone Research estimates
Note: NGN in billions (except per-share data). Fiscal year ends in December.
*Totals may not add up due to independent rounding

Asset Quality Analysis 2024A 2025E 2026E 2027E

Loan growth 28.8% -1.0% 13.0% 12.0%
Cost of Risk (CoR) 1.9% 3.2% 2.6% 2.5%
NPL ratio 6.0% 5.4% 5.4% 4.9%
NPL Coverage 86.3% 115.0% 103.6% 102.7%
Capital adequacy 18.0% 19.8% 22.7% 24.5%
Liquidity ratio 31.2% 50.7% 51.1% 51.0%

Ratio Analysis 2024A 2025E 2026E 2027E

Asset Yield 16.2% 25.0% 23.8% 22.5%
Cost of Funds (CoF) 9.0% 9.4% 9.0% 8.5%
Net Interest Margin (NIM) 6.3% 12.1% 11.5% 11.1%
Cost-to-Income (CIR) 59.9% 53.0% 54.0% 54.0%
PBT Margin % 14.4% 17.8% 19.0% 19.8%
Tax Rate 34.4% 9.0% 14.0% 14.0%
ROAA 1.3% 2.4% 2.4% 2.4%
ROAE 12.8% 22.6% 20.1% 19.7%

Growth Analysis 2024A 2025E 2026E 2027E

Gross Earnings YoY Growth 55.9% 38.8% 5.0% 8.5%
Pre-provison operating profit YoY Growth -6.5% 76.8% 4.7% 11.6%
Impairment charge YoY Growth -30.7% 91.9% -13.9% 8.1%
OPEX YoY Growth 45.7% 33.5% 9.0% 11.6%
PBT YoY Growth 7.4% 712% 12.4% 12.7%
PAT YoY Growth -20.9% 137.5% 6.2% 12.7%
EPS YoY Growth -45.1% 67.8% -0.8% 11.3%
Total assets YoY Growth 59.5% 23% 13.2% 10.4%
Total liabilties YoYGrowth 60.7% -0.1% 12.9% 9.8%
Equity YoY Growth 489% 24.4% 153% 14.8%
Valuation 2024A 2025E 2026E 2026E
P/E (x) 38 27 2.7 25
P/BV (x) 0.4 0.6 0.5 0.4
Dividend Yield (%) 5.9% 6.3% 9.1% 10.2%
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Disclosure

Analyst Certification

The research analyst(s) denoted by an “*” on the cover of this report certifies (or, where multiple research analysts are primarily
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responsible for this report, the research analysts denoted by an on the cover or within the document individually certifies, with respect

to each security or issuer that the research analyst(s) cover in this research) that: (1) all of the views expressed in this report accurately
articulate the research analyst(s) independent views/opinions, based on public information regarding the companies, securities, industries
or markets discussed in this report. (2) The research analyst(s) compensation or remuneration is in no way connected (either directly or
indirectly) to the specific recommendations, estimates or opinions expressed in this report.

Analysts’ Compensation: The research analyst(s) responsible for the preparation of this report receive compensation based upon various
factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues, which include
revenues from, among other business units, Investment Banking and Asset Management.

Investment Ratings

CardinalStone employs a 3-step rating system for equities under coverage: Buy, Hold, and Sell.
Buy 2 +15.00% expected share price performance

Hold +0.00% to +14.99% expected share price performance

Sell < 0.00% expected share price performance with weak fundamentals

A BUY rating is given to equities with strong fundamentals, which have the potential to rise by at least +15.00% between the current price
and the analyst’s target price

An HOLD rating is given to equities with good fundamentals, which have upside potential within a range of +0.00% and +14.99%,

A SELL rating is given to equities that are highly overvalued or have weak fundamentals, where potential returns of less than 0.00% are
expected between the current prices and the analyst’s target prices.

A NEGATIVE WATCH is given to equities whose fundamentals may deteriorate significantly over the next six (6) months, in our view.

A POSITIVE WATCH is given to equities whose fundamentals may improve significantly over the next six (6) months, in our view

aie By Sell Hold Negative Watch
% of total recommendations 75.0% 11.0% 14.0% 0%
% with investment banking relationships 0% 0% 0% 0%

CardinalStone Research distribution of ratings/Investment banking relationships as of January 13, 2026

Valuation and Risks: Please see the most recent company-specific research report for an analysis of valuation methodology and risks on
any security recommended herein. You can contact the analyst named on the front of this note for further details.

Frequency of Next Update: An update of our view on the company (ies) would be provided when next there are substantial
developments/financial news on the company.

Conflict of Interest: It is the policy of CardinalStone Partners Limited and its subsidiaries and affiliates (individually and collectively

referred to as “CardinalStone”) that research analysts may not be involved in activities that suggest that they are representing the interests
of Cardinal Stone in a way likely to appear to be inconsistent with providing independent investment research. In addition, research
analysts’ reporting lines are structured to avoid any conflict of interests. For example, research analysts are not subject to the supervision
or control of anyone in CardinalStone’s Investment Banking or Sales and Trading departments. However, such sales and trading
departments may trade, as principal, based on the research analyst’s published research. Therefore, the proprietary interests of those
Sales and Trading departments may conflict with your interests.
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Company Disclosure:

CardinalStone may have financial or beneficial interest in securities or related investments discussed in this report, which
could, unintentionally, affect the objectivity of this report. Material interests, which CardinalStone has with companies or in
securities discussed in this report, are disclosed hereunder:

Company Disclosure

FCMB Group Plc QV

a. The analyst(s) holds personal positions (directly or indirectly) in a class of the common equity securities of the Company.
b. The analyst(s) responsible for this report, is a board member, officer, or director of the Company.

c. The analyst(s) or their associates have any family or close personal relationships with employees, directors, or key
stakeholders of the Company.

d. The analyst(s) has received gifts or benefits from the Company exceeding thresholds during the past 12 months.

e. The analyst(s) have materially relied on unaudited or third-party data provided directly by the Company in preparing this
report.

f. CardinalStone is a market maker in the publicly traded equities of the Company

g. CardinalStone has been lead issuing house/arranger or joint issuing house/arranger over the past 12 months of any
publicly disclosed offer of securities of the Company

h. CardinalStone beneficially owns 1% or more of the equity securities of the Company.

i. CardinalStone or a member of its management team (including officers, directors, or senior executives) beneficially owns
1% or more of the equity securities of the Company.

j. The Company owns more than 5% of the issued share capital of CardinalStone

k. CardinalStone or its affiliates have securities or derivatives thereof included in proprietary trading positions related to the
Company.

|. CardinalStone holds a major interest in the debt of the Company
m. CardinalStone has received compensation for investment banking activities from the Company within the last 12 months

n. CardinalStone intends to seek or anticipates receiving compensation for investment banking services from the Company in
the next 3 months

o. CardinalStone has received non-investment banking compensation (e.g., advisory) from the company within the last 12
months.

p. CardinalStone has received, or expects to receive, compensation from the Company for advisory or other services related
to the Company’s market activities in the next 12 months.

g. Shareholder and/or bond register(s) managed by CardinalStone Registrars Limited
r. The Company is a client of CardinalStone

s. CardinalStone or its affiliates, are subject to supervision, inspection, or enforcement by the Company in the ordinary
course of business.
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t. A member of management team (including board members, officers, or directors) is associated with the Company as a
board member, officer, or director.

u. CardinalStone or a senior management staff member is involved in ongoing regulatory matters, investigations, or reviews
involving the Company

v. The content of this research report has been communicated with the Company, following which senior management or
relevant executives at the company approved the report. However, no influence was exerted by the management team on
the content or recommendations.

Important Regional Disclosures

The analyst(s) involved in the preparation of this report may not have visited the material operations of the subject Company
(ies) within the past 12 months. To the extent this is a report authored in whole or in part by a Non-U.S. analyst and is made
available in the U.S., the following are important disclosures regarding any Non-U.S. analyst contributors: The Non-U.S.
research analysts (denoted by an * in the report) are not registered/qualified as research analysts with FINRA; and therefore,
may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on communications with a subject company,
public appearances and trading securities held by a research analyst account. Each analyst (denoted by an *) is a Non-U.S.
Analyst and is currently employed by Cardinal Stone.

Legal Entities

Legal entity disclosures: CardinalStone Partners is authorized and regulated by the Securities and Exchange Commission (SEC)
to conduct investment business in Nigeria.
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